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EXECUTIVE SUMMARY 



To ensure America’s economic competitiveness, boost stu- 
dent achievement, fulfill the promise of equal opportunity, 
and renew the education delivery system, the United 
States must transform its archaic approach to financing 
public education. This proposal explains why and how. 

The standards movement, signified by No Child Left 
Behind, calls on Americans to embrace the challenge 
of educating all children to high standards by setting 
goals and holding educators accountable for reaching 
them. But these steps alone are not sufficient to 
advance this important agenda. To make progress, and 
especially to close achievement gaps, we must 
acknowledge that some students require more educat- 
ing than others in order to meet the same ambitious 
standards. Hence they also require more resources. 

Education is changing in other ways, too. New forms 
of schooling are being born, people are becoming far 
more mobile, and educational options are proliferat- 
ing, not only within traditional school districts. 
Though these changes face resistance, the fact is that 
profound and unstoppable demographic, technologi- 
cal, and social forces will continue to create the need 
and the demand for sound educational alternatives. 

Yet America’s current system of school finance falls woe- 
fully short of meeting these challenges. It was designed 
for an age that accepted achievement gaps, that defined 
“equity” in simplistic ways, that did not have to contend 
with much student mobility, that assumed just about 
everyone would attend a district-operated neighbor- 
hood school, and that entrusted management decisions 
to “central offices.” Matched against the education reali- 
ties and challenges of the 21st Century, that funding sys- 



tem turns out to be archaic, unjust, and inefficient. 
Indeed, it can fairly be termed a brake on the for- 
ward momentum of both standards-based reform 
and the deployment of more educational options. 

This proposal’s signatories (see page 5) call on 
policymakers to transform the school funding 
system in service of meeting our high ambitions 
for student learning. We envision a transparent 
system in which: 

funding from all levels follows every student 
to whatever public school 1 he or she attends; 
■ the amount varies according to the student’s needs; 
funding arnves at schools as real dollars that can 
be spent flexibly, with accountability gauged by 
results rather than inputs, programs, or activities. 

Funding that truly “follows” the child means moving 
a real dollar amount between school budgets as a 
specific child moves between schools or even dis- 
tricts. The school that the child attends then decides 
how to spend the funds. The system we propose is 
not a set percentage of education dollars to be spent 
in the classroom — it is a fundamental shift in the phi- 
losophy of public education funding. Buildings, pro- 
grams, and staff positions are not funded — kids are. 

We believe that such a system will greatly enhance 
the equity of school funding, and do so in a way 
that supports schools and educators in their 
efforts to raise achievement for all students. 

The Current Finance System is Broken 

On a number of counts, our current funding sys- 
tems fail miserably to meet both the challenges and 
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What happened in 
Edmonton could have 
happened in hundreds of 
other places on the conti- 
nent. We had absolutely 
nothing going for us that 
other people don’t have. 

— Michael Strembitsky 

opportunities our schools face. In a tragic paradox, 
they too often direct less money to schools that serve 
students who need the most help. Within states, large 
gulfs separate the best-funded and worst-funded 
school districts, in ways that favor the more affluent. 
Whether a child attends a well-funded school or poor- 
ly funded school still depends heavily on where he/she 
lives. Even within school districts, there are often vast 
disparities between schools — disparities that generally 
favor schools with sawier leaders and wealthier par- 
ents. The latest research shows that these gaps between 
disparate schools and districts can amount to thou- 
sands of dollars per student per year. For youngsters on 
the caboose of the socio-economic gravy train, we 
spend tens of thousands of dollars less on their educa- 
tions than we do on their more advantaged peers. 

These long-recognized inequities would be bad 
enough if all kids cost the same amount to edu- 
cate. But they don’t. Poor students, minority stu- 
dents, and students with special needs lag far 
behind their peers in student achievement. While 
these gaps arise both from ineffectual education 
and from factors beyond the schools, they present 
society with a moral imperative to provide more 
schooling and better teaching to close the gap. 
Doing more will require more resources. 

At the same time, education is changing in America. 
Students are more mobile and few stay in the same 



neighborhood or district from kindergarten through 
graduation. Public school students have more choices 
than ever before, and more students than ever are choos- 
ing to attend charter, magnet, and other “choice” schools 
over their neighborhood option. Whereas geography has 
historically determined students’ schooling options, 
technology advances are rendering this constraint archa- 
ic — entirely new kinds of schools are cropping up, such 
as virtual schools. This trend is sure to continue in ways 
that can’t be predicted. Along with standards and 
accountability, this expanding range of choices is a pow- 
erful engine of reform and improvement within 
American education. In an era of proliferating options 
and new forms of education, it is most important to fund 
students, not static institutions. 

All of these problems have a common root: today, money 
does not follow children to the schools they attend 
according to their needs. Instead, money flows on the 
basis of staff allocations, program-specific formulae, 
squeaky-wheel politics, property wealth, and any num- 
ber of other factors that have little to do with the needs 
of students, the resources required to educate them suc- 
cessfully, or the educational preferences of their parents. 

Money alone cannot buy achievement. Many poorly 
funded schools have achieved great outcomes with stu- 
dents from challenging backgrounds, and many well- 
funded schools squander their resources. But a mod- 
ernized and fair funding system — coupled with reforms 
that ensure accountability for results — has great poten- 
tial to pave the way to high levels of learning for all. 

The Solution: Weighted Student Funding 

The best hope for achieving equity and accommodat- 
ing our new diversity of options is a system of 
“weighted student funding,” or WSE Already being 
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tried in several states and districts, WSF is a system of 

school funding based on the following principles: 

1. Funding should follow the child, on a per-student 
basis, to the public school that he/she attends. 

2. Per-student funding should vary according to the 
child’s need and other relevant circumstances. 

3. It should arrive at the school as real dollars (i.e. , 
not teaching positions, ratios, or staffing norms) 
that can be spent flexibly, with accountability sys- 
tems focused more on results and less on inputs, 
programs, or activities. 

4 . These principles for allocating money to schools should 
apply to all levels (e.g., federal funds going to states, 
state funds going to districts, districts to schools). 

5. Funding systems should be simplified and made 
transparent. 



tax funding; and how to ensure that students 
attending all kinds of public schools are fairly fund- 
ed. We also tackle a set of implementation chal- 
lenges: how to identify and classify students; how to 
build the capacity of schools and systems to handle 
new responsibilities; how to build broad support for 
the new approach; and how to make the transition 
from where we are now to where we need to go. 




School districts are like other 
large institutions. They work 
well only if they are organized 
and managed properly. And as 
in other large organizations, 
central offices are in a poor 
position to know what should 
be done in each of a hundred or 
a thousand schools. 

— William G. Ouchi 



A system based on these principles would be much 
fairer than the current system. It would create incen- 
tives for schools to attract and educate students from 
all backgrounds, not just the well-to-do. It would give 
school leaders and educators the tools and authority 
they need to get the job done. It would finance schools 
in a way that is much more readily understood by par- 
ents, educators, and the taxpayers, making it easier to 
maintain equity over time. And it would fit much bet- 
ter the new landscape of public education, in which 
children attend a diverse range of schools rather than 
just their neighborhood district school. 



WSF is not a silver bullet solution to all the inequity 
and antiquity problems plaguing public education. 
Our goal here is to point toward the right direction for 
school financing to move, and to describe the princi- 
ples that lay the foundation for a fair and modem sys- 
tem of school financing. We do not claim to have every 
answer, but the examples we reference here prove that 
WSF can succeed — and that no two implementations 
of it will be identical. Making WSF work will require 
talented leaders and policymakers willing to roll up 
their sleeves and commit to the hard work, and the trial 
and error, of developing new and creative solutions. 



Challenge and Opportunity 

Successfully moving to weighted student funding is 
challenging. In the pages that follow, we consider a 
whole range of design challenges: what funds to include 
in the system; how to set the weights that determine the 
funding provided for each child; how to handle tricky 
issues such as restrictive teacher seniority rules and local 



While these challenges are significant, we believe 
the payoff is well worth the effort. In a swiftly 
evolving era that demands more and more from 
our public schools, weighted student funding 
holds out the best promise for providing them 
with the dollars and authority they need to live up 
to our highest aspirations. 
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SIGNATORIES AS OF JUNE 2006* 



The Honorable William J. Bennett, former U.S. Secretary of Education; Washington 
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The Honorable John Engler, former Governor of Michigan; President and CEO, 
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Workforce, U.S. House of Representatives 

The Honorable Shirley Hufstedler, former U.S. Secretary of Education; Senior 
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The Honorable James B. Hunt, Jr., former Governor of North Carolina; Chairman, 
James B. Hunt, Jr., Institute 

The Honorable Paul O’Neill, former U.S. Secretary of the Treasury; former Chairman 
& CEO, Alcoa; Special Advisor & Consultant, Blackstone Group 

The Honorable Rod Paige, former U.S. Secretary of Education; Chairman, 
Chartwell Education Group 

The Honorable John Podesta, former Chief of Staff to President William J. Clinton; 
President, Center for American Progress 



Arlene Ackerman 

Steven Adamowski 

Russlyn Ali 
Clint Bolick 
Eli Broad 
Cynthia G. Brown 
Tom Carroll 

Michael D. Casserly 
John Chubb 

Michael Cohen 
Anthony J. Colon 



Former Superintendent, San Francisco and Washington, D.C. Public Schools; 
Christian A. Johnson Professor of Outstanding Educational Practice, Teachers College, 
Columbia University 

Former Superintendent, Cincinnati Public Schools; Senior Fellow, American 
Institutes for Research 

Director, Education Trust- West 

President & General Counsel, Alliance for School Choice 

Co-Founder, The Broad Foundation; Co-founder, KB Home; Founder, SunAmerica Inc. 

Director of Education Policy, Center for American Progress 

President, Foundation for Education Reform and Accountability; Founder and 
Chairman, Brighter Choice Charter Schools 

Executive Director, Council of the Great City Schools 

Founding Partner and Executive Vice President, Edison Schools; Distinguished 
Visiting Fellow, Hoover Institution, Stanford University 

President, Achieve, Inc. 

Interim Executive Director, Fight for Children; Chairman of the Board, American 
Board for Certification of Teacher Excellence 



"Organizations and affiliations are listed for identification purposes only. 
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Bruce Cooper 

Saul Cooperman 

Kit Cramer 
Michael Dannenberg 
Matthew O. Diggs, Jr. 

Daniel Fallon 
Michael Feinberg 
Chester E. Finn, Jr. 
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Michael W Grebe 
William Flansen 

Karen Flawley Miles 
Kati Haycock 
Frederick M. Hess 
Christine Johnson 
Richard D. Kahlenberg 
John Kirtley 

Robin Lake 

Seth Leibsohn 
Dave Levin 
Larry Maloney 
Bruno Manno 
Don McAdams 
Ted Mitchell 
Joseph Olchefske 

William Ouchi 



Professor, Graduate School of Education Division of Education Leadership, 
Administration, and Policy, Fordham University 

Former New Jersey Commissioner of Education; Chairman of the Academy for 
Teaching and Leadership; 

Vice-Chair, Charlotte-Mecklenburg Board of Education 

Director, Education Policy Program, New America Foundation 

Former President & CEO, Copeland Corporation; General Partner, 

McClintock Industries 

Chair, Education Division, Carnegie Corporation 
Co-founder, Knowledge is Power Program 

President, Thomas B. Fordham Institute; Senior Fellow, Hoover Institution, 
Stanford University 

Co-founder, Black Alliance for Education Options; Founder/Director, Institute for 
the Transformation of Learning, Marquette University; former Superintendent, 
Milwaukee Public Schools 

Member, Bozeman Public Schools Board of Trustees 

President, The Lynde and Harry Bradley Foundation 

Former Deputy U.S. Secretary of Education; Senior Managing Director, 

Chartwell Education Group 

Executive Director, Education Resource Strategies 

Director, The Education Trust 

Director of Educational Policy Studies, American Enterprise Institute 
President, Community College of Denver 
Senior Fellow, The Century Foundation 

Chairman, Florida Education Freedom Foundation; Vice-Chairman of the Board, 
Alliance for School Choice 

Associate Director, Center on Reinventing Public Education; Senior Non-resident 
Fellow, Education Sector 

Fellow, The Claremont Institute 

Co-founder, Knowledge is Power Program 

President, Aspire Consulting, L.L.C. 

Senior Program Associate, Annie E. Casey Foundation 

President, Center for Reform of School Systems; former Chair, Houston Board of Education 

President & CEO, New Schools Venture Fund 

Former Superintendent, Seattle Public Schools; Managing Director, 

American Institutes for Research 

Sanford and Betty Sigoloff Chair, Anderson School of Management, UCLA 
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Gregg Vanourek 
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Judith A. Winston 

Caprice Young 

Susan Zanner 
Todd Ziebarth 
Charles Zogby 



Chairman, Massachusetts Board of Education; Partner, New Schools Venture Fund 
Vice President of Education, National Council of La Raza 
President Emeritus, Sinclair Community College 

Senior Fellow, Brookings Institution; Research Professor, New York University; 
Senior Fellow, Floover Institution, Stanford University 

Elected Member, District of Columbia Board of Education 

President & CEO, The Cleveland Foundation 

Co-Founder and Co-Director, Education Sector; Member, Commonwealth of 
Virginia Board of Education 

President Emeritus, Lafayette College; Senior Vice-President, U.S. Chamber of Commerce 
Founder and Chairman, Schuck Corporation 

Former Assistant Secretary, U.S. Department of Education; Managing Director, 
Chartwell Education Group 

Executive Director, Annenberg Institute for School Reform, Brown University 

Chief of Staff, National Alliance for Public Charter Schools 

President, National Alliance for Public Charter Schools 

Director of Education and Child Welfare, Reason Foundation 

Chief Operating Officer, North America, British Schools of America, L.L.C. 

Director of Education, Social and Family Policy, Progressive Policy Institute 

President, Ohio Business Roundtable 

Former Superintendent of Schools, Edmonton, Alberta; Consultant 
President, National Center on Education and the Economy 
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Policy Director, The Education Trust 

Executive Director, Democrats for Education Reform 

Former General Counsel and Undersecretary, U.S. Department of Education; 
Principal, Winston Withers & Associates 

Former President, Los Angeles Board of Education; Chief Executive Officer, 
California Charter Schools Association 

Executive Director, School Choice Ohio 

Senior Policy Analyst, National Alliance for Public Charter Schools 
Former Secretary of Education, Commonwealth of Pennsylvania 
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THE CASE FOR CHANGE: 

SYSTEMATIC INEQUITY AND ANTIQUITY 
IN SCHOOL FINANCING 

Public education’s ground rules and operating 
assumptions are changing fast. Yet its financing sys- 
tem isn’t keeping up with the simultaneous pursuit 
of equity and quality of accountability and choice. 
Nor is it keeping up with even broader changes, 
such as modern demographics in which families 
move frequently. The system is both antiquated and 
unfair. The time has come to modernize America’s 
basic approach to public school finance. 

Deep Inequities 

Once the world has been flattened and the 
new forms of collaboration made available 
to more and more people, the winners will 
be those who learn the habits, processes, 
and skills most quickly — and there is 
simply nothing that guarantees it will be 
Americans or Western Europeans perma- 
nently leading the way.... The sky is not 
falling today, but it might be in fifteen or 
twenty years if we don’t change our ways, 
and all signs are that we are not changing, 
especially in our public schools. 

— Thomas Friedman, The World Is Flat 2 

Whether you’re reading Friedman’s best-seller or 
one of innumerable academic works on the subject, 
the message is clear: our future hinges on how well 
we educate our children. If America is to retain its 
position as a leader in the world, the country must 
teach many more of its students to much higher 
levels than ever before. Thanks to recent shifts in 



As soon as schools think about 
dollars in terms of per-pupil 
funding, they realize that every 
expense of [another school] 
eats into their own per-pupil 
allotment. 

— Marguerite Roza 



state and national education policies, schools across the 
country are being held to higher expectations and stan- 
dards. We have reached the point where nearly every- 
one agrees that all young Americans should achieve at 
high levels regardless of class, race, or special needs. 

Although we may wish that achieving this goal were 
easy for every student, numerous studies have shown 
that some students require more resources than others: 

■ Some start behind because their lives prior to 
school did not provide them with the same educa- 
tional opportunities as other children. 

■ Some home circumstances present problems 
related to health, nutrition, parental support, and 
other conditions, all of which materially impact 
children’s performances. 

■ Some have disabilities that lead them to require 
additional education services and attention. 

■ Some are from homes where English is not the 
primary language. 

■ Some are recent immigrants who had little formal 
education in their home countries. 

Ignoring these differences has contributed greatly to the 
wide achievement gaps between various types of stu- 
dents. Recent testing data show that the achievement 
gap among poor, African-American, and Flispanic stu- 





dents and their more affluent and white peers is at least 
20 percentage points across grade levels and subjects — 
the equivalent of over two grade levels. These gaps are 
largely unchanged from 15 years ago, despite earnest 
efforts to improve accountability and assessment. 3 The 
students on the nether side of these gaps need resources 
to succeed that too often today they do not get. 

Fortunately successful schools and talented school 
leaders have proven that educating these children is 
by no means a lost cause. Given the right attention 
and resources they can achieve. The best schools typ- 
ically serve these high-need populations in a number 
of non-traditional ways, from increasing instructional 
time through longer school days and years, to hiring 
more capable teachers to provide the skilled instruc- 
tion these children need to succeed. 

A recent Education Trust study found that “high 
impact schools” use several approaches to educate 
hard-to-teach students. Counselors, for instance, ana- 
lyze seventh- and eighth-grade test scores to identify 
struggling pupils. Those youngsters receive a variety 
of supports, including mandatory summer school or 
after-school tutoring. High-impact schools also pro- 
vide students who arrive at school behind their peers 
with extra instructional time in English and math. 4 
This and numerous other studies have shown that 
every child can achieve, regardless of the socio-eco- 
nomic obstacles standing in their way. 

Money alone does not explain the success of these 
schools. But high expectations and a rigorous commit- 
ment to fulfilling them, especially with disadvantaged 
children, costs money — more money than it takes to edu- 
cate children who don’t face the challenges of poverty or 
disability. Achievement for all students will require more 



time on task (meaning longer school days and years), 
and it will require excellent teachers. Our chances of 
meeting ambitious achievement goals for all children 
will be greatly enhanced if we allocate resources equi- 
tably to all students based on the resources needed to 
educate them. 

■ ■ ■ 

Money alone doesn’t account for 
school success. But high expectations 
and commitment to fulfilling them, 
especially with disadvantaged 
children, requires funds. 

m m a 

Despite clear evidence that some students require 
more resources than others, less money often 
flows to schools serving children who need these 
extra resources most. This is no isolated problem: 
the disparities between what these children need 
and what they actually receive are widespread and 
are built into our policies for funding schools. 5 

■ Disparities between districts. A recent 
Education Trust study found that 36 states 
have a funding gap between low-poverty and 
high-poverty districts, with a national dispar- 
ity of over $900 per student. Thirty-five states 
have a funding gap between districts with 
low- and high-minority populations, with a 
nationwide gap of over $600 per pupil. These 
gaps have a huge impact on the ability of 
high-poverty schools to educate their chil- 
dren. For example, the annual funding gap of 
$2,065 in Illinois translates into an annual 
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INEQUITY IN CINCINNATI 



Prior to the implementation of WSF in Cincinnati, only 42 percent of its schools received allocations 
within 10 percent of the district average* There was a disparity in funding of more than $6,000 per 
student between the highest (more than $10,000 per pupil) and lowest (less than $4,000 per pupil) 
funded schools.** In other words, one school received only one-third of the total funding of another 
school in the same district. The largest outliers were magnet and alternative schools in the district, 
where Cincinnati provided 1.7 times the average allocation. 

In year one of WSF, Cincinnati's funding allocations became only slightly more equitable. The percent- 
age of schools funded within 10 percent of the district average increased from 42 percent to 49 per- 
cent. Clearly more change was in order. 

After significant changes to the student-based budget formula over the next three years, the district achieved 
equity. By year four of WSF, every school in the district received a school budget allocation of exactly the 
weighted average for its mix of students for the 69 percent of district funds allocated to the schools.* 

* K. H. Miles and M. Roza, Understanding Student based Budgeting as a Means to Greater School Resource Equity. 
Seattle: University of Washington, Center on Reinventing Public Education. 2004. Available online at: 
http://www.crpe.org/workingpapers/pdf/ SBB_MilesRoza.pdf 

** M. Ucelli, E. Foley, T. Emdon and C. Bond, First Steps to a Level Playing Field: an Introduction to Student-Based 
Budgeting. Annenberg Institute for School Reform at Brown University, 2002 



shortfall of over $51,000 for one classroom of 
25 students, and over $825,000 a year for a 
typical elementary school of 400 students. 6 

■ Disparities within districts. Inequities also 
exist among schools within the same district. 
Another recent Education Trust study showed 
that the ten largest school districts in California 
all post a spending gap between high- and low- 
minority high schools. These gaps range from 
$64,000 to more than $500,000 per school. 
The study also found that, collectively, teachers 



serving students in schools that enroll low-income 
K-12 youngsters receive on average $140,000 less 
than teachers in wealthy schools. That gap grows to 
$172,000 for students in schools that serve mostly 
Latino and African-American students. 7 

Nor is this problem confined to California. In a 2004 
study of Baltimore City, Baltimore County, 
Cincinnati, and Seattle, the difference in funds dis- 
tributed by the district to high-poverty schools (as 
opposed to schools in low-income neighborhoods) 
ranged from $400,000 to $1 million per school. 8 
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Another study of Cincinnati and Houston revealed 
similar inequities (before they implemented weight- 
ed student funding systems). In Houston, the low- 
est-funded school received less than half of the aver- 
age district expenditures, while the highest-funded 
school received nearly three times the average dis- 
trict figure. In Cincinnati, fewer than half of all 
schools received allocations within 10 percent of the 
district average. Clearly, all schools within a district 
do not receive equal funding, and those children 
with the greatest needs are often hurt the most. 9 

■ Disparities between school options. Parents and chil- 
dren today often have many choices available to them 
within public education, and an estimated 26 percent of 
U.S. students do not attend their assigned district-run 
public school. 10 Many embrace various forms of public 



school choice as part of an improved and robust 
system of public education in America. But under 
the antiquated school financing structures in place 
today, students who opt out of their assigned dis- 
trict schools are often opting into schools that 
receive lower levels of funding. 

One example of these disparities emerged in a 
recent Fordham Institute study of funding dif- 
ferences between public charter schools and 
district schools in 16 states and the District of 
Columbia. With just one exception, charter 
schools received less revenue than district 
schools, with the per-pupil funding gap rang- 
ing from 4.8 percent in New Mexico to 39.5 
percent in South Carolina. In dollars, the gap 
ranged from $414 in North Carolina to 



Inequity Within Districts 




Maximum benefit to a school due to salary averaging (dollars) 



Maximum loss to a school due to salary averaging (dollars) 



Source: M. Roza, and P. Hill, How Within-District Spending Inequities Help Some Schools to Fail. Paper for the Brookings 
Conference on The Teachers We Need, May 2003, pg 14. 
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$3,638 in Missouri. For the more than 

580.000 students attending charter schools 
across those 17 jurisdictions in 2002-03 (the 
year studied) the gap amounted to over $1 
billion. For a typical charter school with 250 
students, the shortfall was over $450,000.“ 
Today, more than a million kids attend some 

3.000 charter schools. 

■ ■ ■ 

Under open enrollment policies, 
more students are attending 
school outside of their hometowns. 

m m m 

Not all schools of choice are as disadvantaged 
as charters. Magnet schools, for example, 
often receive a disproportionate share of 
resources due to special grants provided by 
the district. 12 This disparity can be signifi- 
cant — one study found that magnets in 
Cincinnati received 1.7 times the average allo- 
cation for normal district schools (before 
implementing weighted student funding). 13 
But that may be unfair in a different way. 

When these multiple gaps are combined, the effects 
are even more disastrous. For a worst case scenario, 
imagine the difference in funding between an afflu- 
ent school in an affluent district and a poor school in 
a poor district. With a $500,000 within-district gap, 
and a $1,000,000 district-to-district gap, the com- 
bined gap could be as much as $1,500,000 — or 
nearly $4,000 per pupil between schools in the same 
state. 14 Imagine how much less a poor high school 



with 2,000 students receives over the four years of its stu- 
dents’ educations. This injustice harms these students 
and schools and thus harms our entire country. The 
school financing system as constructed today is simply 
not getting the money to where it is needed the most. 

An Antiquated System in a Rapidly 
Changing World 

Public education financing evolved as a locally based 
system in the 1800s — when ours was a locally based 
nation. States had a limited role in public education 
and contributed little toward funding it. People were 
frequently rooted in their communities for genera- 
tions, and solved problems (such as how best to edu- 
cate their children) at the community level. Over 
time, states wrote responsibility for public education 
into their constitutions while leaving control of 
schools mainly to communities. Eventually, most 
states made some effort to equalize funding, but 
these systems remained a patchwork of efforts to 
fund “district systems.” 

As recently as forty years ago, this was a plausible 
approach. When children reached the proper age, 
they hopped on the bus — or put on their shoes — and 
went to their neighborhood elementary schools. A 
dozen years later they graduated from their commu- 
nity high schools. Parents and students settled in a 
home or community for the entire academic career of 
a child, and once there had very few education 
choices to make. 

But the pace of change has accelerated steadily. 
Desegregation, the war on poverty, changing career pat- 
terns, burgeoning technology, and the shrinking globe 
have all changed how people live. Parents and students 
today move much more frequently: from community to 
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community, district to district, and state to state. 
Students rarely stay in the same neighborhood or even 
the same district from kindergarten through twelfth 
grade. The 2000 U.S. census found that 15 to 20 percent 
of school-aged children moved in the previous year. A 
1994 study by the U.S. General Accounting Office found 
that one out of six children had attended three or more 
schools by the end of third grade — and low-income chil- 
dren, already at educational risk, are more likely to move 
than their middle- and upper-income peers. 15 

As people changed, what they wanted from public 
education changed as well. Demand for options, insis- 
tence for better results, and dissatisfaction with the 
“one best system” all grew. In many respects, educa- 
tion policy has been changing, or trying to change, 
with the changing times. But the basic financing sys- 
tem of public education has not changed. 

Within neighborhoods and districts, children have 
options they never had before. More students than 
ever are choosing to attend charter, magnet, and other 
“choice” schools over their default local district 
option. Under open-enrollment policies, more stu- 
dents are choosing to cross district lines and attend 
school outside of their hometowns. Consider: 

■ A 2003 study revealed that 35 percent of children 
attended alternative schools, both public and pri- 
vate, when their parents were aware that they had 
a public choice (51 percent of the total popula- 
tion). Fully 12.5 million children attended schools 
other than their assigned public schools, up from 
just 8.6 million in 1993, an increase of 45 percent. 16 

■ More than 3,600 public charter schools now serve 
more than a million children across the country. 17 



■ As of 2003, 23 states (and Puerto Rico) had estab- 
lished comprehensive, statewide open-enrollment 
systems, permitting students to transfer both 
within and among school districts. An additional 
22 states allowed school choice on a more limited 
basis — restricting it to transfers within districts, or 
allowing districts to decide whether to accept stu- 
dents from outside their boundaries. 18 

■ ■ ■ 

It’s estimated that 26 percent of 
students don’t attend their 
assigned district-run school. 
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a More than 50,000 students have benefited 
from almost 100 privately funded scholarship 
programs that allow them to attend a school 
of choice, and another 12,000 have benefited 
from five publicly funded programs. By 
January 2006, Milwaukee’s publicly funded 
program alone enrolled over 14,000 children, 
demonstrating that choice is expanding. 19 

Entirely new kinds of schooling are springing up, 
such as “virtual” or “cyber” schools, in which stu- 
dents do most of their learning from home or other 
locations, connected to educators via the Internet. 
As technology continues to advance, there is no way 
to predict how this landscape will change in the 
future. In ten years, or perhaps sooner, “school” may 
look very different from what it looks like today. 

This expanding range of options, and the possibil- 
ity of even greater diversity of choice in the future, 
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can be a key engine of reform within public edu- 
cation . 20 But our school finance systems are still 
deeply rooted in an era where nearly all children 
attended an assigned district school. In that era, it 

■ ■ ■ 

It makes far less sense 
to center our funding systems 
entirely around districts 
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made sense to simply fund districts. It was dis- 
tricts, after all, that hired all the teachers and 
assigned all the kids to schools, so it made sense 
for funding to flow automatically to districts. 

In the new era, it makes far less sense to center 
our funding systems entirely around districts. 
Certainly, districts still play critical roles for the 
schools they manage, roles that must be funded. 
But today’s imperative is to ensure that dollars 
are available to educate children wherever that 
education happens. Today, public education is 
increasingly likely to happen not just in a 
neighborhood school, but in another district 
school across town, a charter school, or even a 
school in the next district over. Yet our finance 
systems are still largely built to send money to 
school districts. 

As a consequence, it is more difficult to realize 
the full power of options in public education. 
Too often, opting for a public school of choice 
means opting for a lower level of funding. 
That may make parents think twice. It also 



makes the many educators, community leaders, and 
others who would like to open new public options 
think twice, constraining the supply of newer and 
better choices. The supply is growing, but it is grow- 
ing under the restraints of financing arrangements 
that weren’t designed for diverse providers of public 
education. 

The Root Causes 

We’ve discussed how the system of school finance is 
inequitable and antiquated — but what keeps it that 
way? Policies at the district, state, and federal level all 
contribute to the problem. Many of the assumptions 
and political deals built into those policies deny, 
ignore, or even compound those problems. These 
public policies are so flawed and so consistently fail 
to solve problems that the entire financing system 
needs to be modernized if the core problems of 
inequity and antiquity are to be solved. 

District policies 

District budgeting practices systematically favor 
schools with the fewest educational challenges, to the 
detriment of those with the most. District officials may 
not even realize these patterns exist because the pat- 
terns are deeply ingrained from years of poorly 
designed policies . 21 There are four primary explana- 
tions for them: 

■ School size. Schools come in many different 
sizes, and it would seem logical to think that 
dollars would be distributed proportionally to the 
number of students schools serve. Unfortunately, 
this is rarely the case. Instead of funding schools 
on a per-student basis, districts use minimum 
staffing requirements to direct dollars to schools. 
Allocating school employees (teachers, princi- 



pals, guidance counselors, etc.) based on incre- 
ments of students leads to further inequity when 
a school falls either just below or just above 
these arbitrary cutoffs. 22 

Districts also often use arbitrary thresholds for 
other non-academic services (including trans- 
portation, food, facilities, security, maintenance, 
utilities, grounds, etc.). As a result, these services 
may not be distributed equitably among schools. 23 

Consider two simple examples. Two schools in the 
same district, one with 200 students and one with 
800. Each receives funding for one principal 
($80,000) and one assistant principal ($60,000), 
one school counselor ($40,000), and a football team 
($20,000). The small school would get $1,000 per 
student from the district for these four expenses, 
while the larger school would receive only $250 per 
student. Due to the district’s insistence on allocating 
only whole staff members, the small school’s coun- 
selor is able to spread her time over 200 students, 
while the 800 students at the large school are left to 
fight for time with their one counselor. 

Now, picture two different schools: one with 450 stu- 
dents and one with 500 students. Imagine that the 
district assigns a new teacher (with an average salary 
of $40,000) to a school for every 20 students, and an 
extra assistant principal ($60,000) and a librarian 
($50,000) are both assigned once a school hits the 
500 student mark. Despite having just 50 more stu- 
dents, the larger school receives an extra $300 per 
student, or an additional $140,000, in funding. 

Budgeting by numbers of staff, not their salaries. 

Instead of giving a certain per-student amount to 



each school for staff compensation, districts 
typically allocate a certain number of staff 
positions to each school. Through this sys- 
tem, similar sized schools end up with simi- 
lar numbers of staff. But the equity ends 
there. Because some staff members are paid 
much more than others, one school can effec- 
tively receive quite a bit more funding than 
another if it employs more experienced, and 
thus expensive, teachers. In Seattle, for 
instance, basic salaries for teachers range 
from $30,000 to nearly $60,000, and the dis- 

■ ■ ■ 

One school can receive 
considerably more funding 
than another by employing 
more experienced, and more 
expensive, teachers. 
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trict makes no differentiation between the 
two extremes when assigning teachers to 
schools. By sweeping real salary differences 
under the rug, districts end up with signifi- 
cant differences between schools in the 
amount of funding dedicated to staff salaries. 

These differences exist because new teachers 
(with salaries much lower than the district aver- 
age) are concentrated disproportionately in 
schools in the poorest neighborhoods. Chronic 
teacher turnover at the most troubled schools 
and contractual rules allowing more senior, and 
thus better paid, teachers to get their pick of the 
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most attractive teaching positions in affluent 
neighborhoods account for this problem. 24 As 
teachers gain seniority and become more expen- 
sive, many of them use “bumping rights” and 
other collective bargaining rules to migrate to 
more affluent schools with “easier-to-teach” stu- 
dents. The disadvantaged schools that most 
need these experienced teachers have nothing to 
offer to attract or retain them. Even if school 
leaders could offer valuable incentives to these 

■ ■ ■ 

Policymakers have shoehomed 
the funding for new forms 
of public schooling into existing 
financing systems. 
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teachers, they have no discretion or autonomy to 
hire at the school level. The most affluent 
schools with the easiest-to-teach students stock- 
pile the most experienced and best-paid teach- 
ers, and there is nothing that principals in the 
poorest schools can do to stop it. 

To better understand how these policies 
work, picture a pair of schools, one on each 
side of the tracks. Each has 40 teachers and 
800 kids. On the rich side, the average 
teacher has 14 years experience, and 60 per- 
cent of the teachers have master's degrees. 
On the poor side, the average teacher has 3 
years experience and just 10 percent have 
master’s degrees. Let’s say that the 11 added 
years of experience are worth $9,000 in 



salary and the master’s degree is worth $3,000. 
The affluent school would receive $432,000 
more than the poor school — just in funding for 
teacher salaries. That is an additional $540 per 
student to the rich school, before any of the 
other factors discussed in this section are taken 
into account. 

Our goal should be not just to get experienced 
teachers in disadvantaged schools, but talented 
and experienced teachers. Unfortunately, these 
schools have little or no choice over what experi- 
enced teachers they get. A recent study found that 
40 percent of school vacancies are filled by teach- 
ers from other schools, with their new schools 
having little or no say. 25 

Savvy schools. A dirty secret is that schools 
often get a good bit of their funding by asking 
for it — and some schools are much better at 
asking than others. Districts typically fund 
adults, buildings, and programs before they 
think about funding actual students, and pro- 
grams in particular vary widely from school to 
school. Programs can take any number of forms 
in a district — from special academic offerings 
for students to professional development for 
teachers — but the shared characteristic is that 
with programs come staff members, funding, 
and other resources. 

Professional development is a prime example. 
A recent study found that professional devel- 
opment resources are not distributed equitably 
between schools. Most districts have not coor- 
dinated professional development spending 
across their schools, choosing instead to target 
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school-level capacity-building . 26 While this is a 
legitimate goal, without cross-district coordi- 
nation the funds supporting professional 
development are distributed blindly across 
schools with different needs. Schools with vet- 
eran teachers get the same amount for profes- 
sional development as schools with inexperi- 
enced teachers who need more help. Some 
schools end up with well-trained teachers, 
while others suffer. 

Some programs or resources are awarded by com- 
petitive application, which favors schools with 
well-connected or talented principals and teachers 
who can put together compelling proposals. Savvy 
parents (and the board members who respond to 
them) are extremely effective at lobbying district 
offices for extra programs in their schools. Many 
districts also give schools funding for some activi- 
ties based on how many students sign up for them 
(such as summer school or music lessons); it is 
hard to imagine that students at some schools do 
not get more encouragement than others. 

■ Inertia. As many who have dealt with school fund- 
ing can attest, it’s extraordinarily difficult to 
remove funding from a school that has gotten used 
to it. This is true not just of actual dollars; schools 
will understandably fight tooth and nail to keep 
staff positions, academic and non-academic pro- 
grams, or any other resources they find beneficial. 
Until emotion-based arguments hold no sway in 
the distribution of district programs and resources, 
district schools will never be treated fairly. 

It is important to note that when implemented prop- 
erly, some of these policies and programs can help 



level the playing field for certain schools and stu- 
dents. Providing extra resources for chronically 
low-performing schools, which typically serve 
high-need populations, is a prime example. 
When channeled through dysfunctional district 

■ ■ ■ 

Often, more than 50 percent 
of education funding 
comes from locally 
generated dollars. 
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funding policies, however, even this admirable 
tactic often fails to meet its intended objective. 
Without real dollars directly following children 
from one school to another, there is no way to 
ensure that the playing field is leveled for all stu- 
dents in a district, rather than just those with the 
shrewdest principals, teachers, and parents. 

State policies 

Most states allocate at least some of their funds 
on a per-pupil basis, often weighted to account 
for differing levels of student need. But states 
generally do not provide funding directly to 
schools. Instead, they provide money to dis- 
tricts. The funds then go into one big pot at the 
district and are allocated through the same 
unfair district policies we have already dis- 
cussed. State policies typically do little to ensure 
that districts allocate state funds fairly among 
their schools and students. And state policies 
often underfund non-district public choice 
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options, such as charter schools. With the advent 
of new forms of public schooling, policymakers 
have shoe-horned these options into existing 
finance systems rather then retooling those sys- 
tems to accommodate the new reality. 

Even if districts do allocate money as the state 
intends, several other state policies lead to fur- 
ther inequity: 

■ ■ ■ 

Special education 
costs vary widely based on 
students’ specific conditions. 
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■ Locally generated funding. States rely on 
locally generated dollars to cover a significant 
part, often more than 50 percent, of education 
funding. 27 This reliance on local funding ben- 
efits wealthier locales with strong tax bases. 
Unless states step in to equalize this funding, 
the rich continue to get richer and the poor 
continue to get poorer. In North Carolina, 
the school funding gap between affluent and 
poor counties has increased over 26 percent 
during the past five years. 28 Some states are 
making efforts to equalize funding, but much 
more needs to be done to increase the over- 
all state share of funding before this inequity 
is eliminated. 

■ Program- and staff-based funding allocations. 

Many state funding streams fund districts or 
schools based on staffing ratios or special pro- 



grams offered rather than the number and charac- 
teristics of schools’ students. This leads to the same 
results as similarly constructed district policies. 

■ Special education. Special education costs vary 
widely based on students’ specific conditions. Some 
states have a flexible special education funding sys- 
tem to account for these differing costs, but not all. 
While some funding for special education follows 
students between schools and districts, it is not 
always commensurate with the true costs of educat- 
ing them. This challenge is especially severe for 
small school districts and charter schools, which can 
find their budgets overwhelmed by enrollment of 
even a small number of high-cost students for 
whom they are not fully compensated. 

■ Non-district options for public education. As 

states have opened up choice options such as char- 
ter schools and virtual schools, districts no longer 
educate all students in a state. These alternative 
options usually receive less than 100 percent of the 
funding enjoyed by traditional school districts. In 
many states, alternatives are denied access to local 
funding, including facilities funding. As the recent 
Fordham Institute study of charter school funding 
showed, this inequity can reach half a million dol- 
lars or more for a typical charter school. 29 

■ Astute Districts. Savvy schools are not the only 
ones who know how to play the categorical funding 
game better than others — some districts also have a 
distinct advantage over those that lack the acumen 
to get involved at the state level. By working directly 
with the legislature or other state-level leaders, some 
districts can get funds that other districts do not 
have access to. 
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Federal policies 

At the federal level, a great deal of the funding for 
public education aims to meet students’ differing 
educational needs. But it doesn’t work as intended, 
partly for reasons of political compromise, partly 
because federal dollars flow through the same anti- 
quated state-district system, and partly because no 
one has rethought federal programs in light of 
changing education circumstances. Programs such 
as Title I are designed to account for individual stu- 
dent needs and distribute funds accordingly, but 
they, too, typically fund schools rather than indi- 
vidual students. The key issue at the federal level is 
the assumption that states and districts are using 
this funding appropriately. One problem with this 
assumption is that it relies on states and districts to 
distribute other funds equitably before they dis- 
burse their federal funding. Unfortunately, this 
expectation is not being met. 30 

Some states and districts game the system, perhaps 
unknowingly, by lowering their own allocations to 
schools catering to needy children because they know 
these schools will receive federal funds. This violates 
the “supplement not supplant” principle. For exam- 
ple, a needy school may get $5,000 per student, ver- 
sus $4,800 for a wealthier school, but $1,000 of the 
$5,000 is provided by Title I. Rather than giving each 
school an equal amount of funding before the Title I 
money is taken into account, the district purposely 
underfunds the needy school, in this example by 
$800, then uses the Title I funds to make up the dif- 
ference. This practice ignores the fact that it may cost 
$1,000 more to educate a child in the needy school. 
As Marguerite Roza found, “When it comes to 
accounting for how funds under Title I are used, fed- 
eral grantors do not know what the district grantees 



are doing.” 31 Not knowing in this case means not 
addressing this fundamental cause of inequity. 

In addition to states and districts gaming the sys- 
tem, the way Title I needs are calculated is flawed. 
A provision of Title I exempts teacher pay differen- 

■ ■ ■ 

School leaders are held accountable 
for results but have little control over 
how money is spent in their schools. 
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tials (one of the largest sources of inequity as 
explained before [see p. 11]) from equity determi- 
nation. These federal policies may have good 
intentions at heart, but they contribute to the over- 
all problem. 32 

Additional Concerns 

Two other significant issues contribute to 
inequitable funding: 

■ Lack of school-level autonomy. Increasingly, 
school leaders are held accountable for results, 
but they have little control over how money is 
spent at their schools. In fact, almost no dol- 
lars as such reach individual schools; the dis- 
trict pays nearly all the bills. School budgets 
are developed at the central office, and deci- 
sions on hiring, services, and teacher alloca- 
tion are made there. School leaders are often 
powerless to make tradeoffs and use the 
money according to actual student needs. 
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Schools need the flexibility to spend education 
dollars as best suits their high-need students. 

■ Lack of transparency. Despite the large sums 
of money allocated to educate students, it is 
extraordinarily difficult to find and under- 
stand data on school funding at all levels — 
federal, state, and district. Comparing 
resource levels across schools is very compli- 
cated, and understanding the specific needs of 
the schools’ populations is even more so. 
District allocation practices are so murky and 
complex that it is difficult to determine how 
much money is spent at any individual 
school. 33 Even school boards and district 
administrators may have little idea how much 
money their schools have. 34 Until recently, 
districts rarely documented school-level 
expenditures. Even now, most schools receive 
resources that are tracked at the district level, and 
not within school budgets. 35 Principals typically 
control a very small percentage of the overall 
resources spent on a school — only 2 percent 
in Edmonton before it became the first major 
school district in North America to implement 



a full-scale WSF system in the late 1970s. 36 With 
such a small percentage of funding going directly 
to the schools, principals and parents are often left 
in the dark. 

Part of the problem is that there are no standard def- 
initions for financial reporting in public education. 
Funding data are stored, used, and reported differ- 
ently by each district. As a result, most school lead- 
ers believe that “poor” schools receive disproportion- 
ately more funds than those in wealthier neighbor- 
hoods. 37 These misconceptions only further ingrain 
the unfair policies already in place. 

It is true that generously financed schools can be edu- 
cational disasters, but it is indisputable that some 
children cost more to educate than others. In short, 
money does not guarantee learning, but an acute 
shortage of it reduces the odds of learning happening. 

The answer to this predicament, we believe, is for pol- 
icymakers at all levels to move to a system of weight- 
ed student funding. The next section explains how 
such a system would work and how it would bring 
equity to today’s broken system of school finance. 
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THE SOLUTION: 

WEIGHTED STUDENT FUNDING 

To solve the problems of inequity and antiquity plagu- 
ing our system of education financing and to ensure 
that all children receive a quality education, dramatic 
change is needed. Weighted student funding (WSF) is 
the best solution. We believe that five principles must 
be embraced to reform school financing and close the 
achievement gaps. 

1 . Funding should follow the child, on a per-student 
basis, to the public school 38 that he/she attends. 

2. Per-student funding should vary according to a 
child’s need and other relevant circumstances. 

3. The funds should arrive at the school as real dollars 
(i.e. , not teaching positions, ratios, or staffing norms) 
that can be spent flexibly, with accountability gauged 
by results, not inputs, programs, or activities. 

4. These principles for allocating money to schools should 
apply to all levels (e.g., federal funds going to states, 
state funds going to districts, districts to schools). 

5. All funding systems should be simplified and made 
transparent. 

This section explains each of these principles, begin- 
ning with the first two. 

Principle 1: Funding should follow the child, on a per- 
student basis, to the public school that he/she attends. 39 

and 

Principle 2: Per-student funding should vary according 
to a child’s needs and other relevant circumstances. 



These two principles are the core of weighted stu- 
dent funding. At its heart, WSF is a simple idea: 
allocate dollars directly to schools on a per-student 
basis, and have that funding follow the child as he 
or she moves from school to school. The key 
change from traditional approaches is that money is 
allocated to schools not based on staffing levels or 
programs, or just the number of students, but on 
the characteristics of the students attending the 
school. Students with greater needs (poor, disabled, 
or English language learners, for example) receive 
more money as part of their allocation, allowing 
their schools to provide the education they need. 40 

These principles advocate a significant change from 
the way many “per-pupil” funding systems work 
today, which partially adjust school budgets based on 
student characteristics but do not necessarily ensure 
that funding follows the child. Funding that truly 
“follows” the child means a real dollar amount moves 
with a specific child between school budgets as that 
child moves between schools and even districts — not 
just calculating a total based on the number and char- 
acteristics of a group of students. 

Under WSF; the per-student amount varies with the 
characteristics of the child. Students with added 
educational needs receive extra funding based on 
the costs of meeting those needs. The amount 
attached to each student is calculated by taking a 
base amount and adding money determined by a 
series of “weights” assigned to various categories of 
students. These weights could take the form of dol- 
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lar amounts: an extra $500 for a student in one 
category, $1,000 for a student in another. Or they 
could be expressed in proportional terms, with 
students in a high-need category generating, say, 
1.4 or 1.5 times the base level of funding. Either 

■ ■ ■ 
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powerful incentives to serve 
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way, the concept is the same: students with high- 
er levels of need receive more “weight” in the 
funding system. As a result, the schools they 
attend end up with more dollars. 

Each state or district using WSF needs to decide 
what categories to weight, and how much weight 
to give each one. These are tough decisions that 
we return to in our discussion of issues and chal- 
lenges below. Most districts that have implement- 
ed weighted student funding assign higher 
weights for: 

■ students from low-income families 

■ English language learners 

■ students with disabilities (including different 
weights for different types of disabilities) 

■ students with previously low test scores 

But other categories could also be weighted high- 
er, such as: 

■ gifted and talented students 

■ returning drop outs 



■ migrant students 

■ students who have changed schools 

The idea of weighting in line with student need is the 
heart of Principle 2. But Principle 1 is equally important: 
the weighted amount must follow the child to the pub- 
lic school he or she attends. This principle has two 
important corollaries. 

First, a large proportion of total education funding 
must be included in the weighted sum that follows the 
child. Some funds must be retained by central author- 
ities at the federal, state, and district levels to dis- 
charge their responsibilities. But the more they retain, 
the less is available to allocate to schools according to 
the needs of their students. So districts need to push 
as much of their education funding as practicable all 
the way through to their schools under the WSF sys- 
tem. It also means that higher-level policymakers 
should require that federal and state funding flow to 
schools in the same way. In the issues and challenges 
section, we take up this question in more detail. For 
now, the vital point is that for WSF to address the 
inequity inherent in the current system, the propor- 
tion of money allocated according to its principles 
should be substantial. 

Second, funding should follow children to whatever 
public schools they attend, including schools of 
choice. 41 For charter schools and other choice options 
that are part of districts, districts should ensure that all 
relevant funds follow children into them. For charter 
schools and other options that are independent of dis- 
tricts, it’s the state’s job to direct a full share of funding 
to them. A family choosing a public school of choice 
should not have to accept a lower level of funding 
than other public school families enjoy. 
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Following these two principles would help solve a num- 
ber of problems. One is inequity, whereby some schools 
have many more students with special needs due to dis- 
abilities, poverty, language barriers, or lack of prior 
achievement, but they do not receive sufficient resources 
to serve them. Using WSF; unequal funding actually 
paves the way to equity. As expressed in the Annenberg 
Institute for School Reform’s report, First Steps to a Level 
Playing Field: An Introduction to Student-based Budgeting: 
“If equality is about leveling the playing field and pro- 
viding all students the same opportunity, then weighting 
student funding to achieve this goal can be considered 
fair, even when it means that some students receive 
more dollars than others .” 42 

It’s important to note that our call for equity via WSF 
is much different from the calls for “adequacy” (i.e. , 
lawsuits seeking to define a minimum amount of local 
and state education funding per student necessary to 
provide an “adequate” education) that have become 
prevalent. Arguments for adequacy tend to assume 
that if we added more resources to the current system 
of schooling, somehow our schools would produce 
higher results. Our contention is different. We are not 
advocating a set level of “adequate” funding that every 
school should receive. Rather, we are calling for feder- 
al, state, and district policymakers to allocate whatev- 
er level of funding they provide in a way that is fair 
and rational. And we are calling for changes not just in 
how much money different schools receive, but also in 
the terms under which they receive it. By empowering 
schools to spend funds in ways that meet their stu- 
dents’ needs, WSF facilitates changes in schools and 
classrooms, not just in budgets. 

These two principles will also help solve the antiquity 
problem. WSF fits much better with the new land- 



scape of expanding educational options in the 
U.S. Under WSF, parents can be confident that, 
whatever option they choose, fair funding will fol- 
low their child. And would-be providers of alter- 
native forms of public school — educators, com- 
munity groups, and school management organiza- 
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tions — can be confident that they will receive fair 
funding in return for providing public education. 
So on both the demand side and the supply side, 
WSF facilitates options and choice. 

Another reason to implement WSF is to provide 
schools with incentives to serve challenging popula- 
tions. As the system is now constructed, school 
administrators have powerful incentives to avoid 
attracting costly students to their schools. Schools 
with the easiest-to-serve student populations are 
rewarded with plenty of funding to serve them, 
while schools that need the most help are left to 
struggle with meager resources. Schools have a dis- 
incentive to enroll student populations that tradi- 
tionally score poorly on achievement tests — too 
often poor and minority children — because of the 
sanctions inherent in state accountability systems 
and No Child Left Behind (NCLB). Federal and state 
accountability rankings deter schools from serving 
challenging populations, particularly if they don’t 
get sufficient funds to do so. 
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WSF IN EDMONTON; BLAZING THE TRAIL * 



Before Edmonton, Alberta, adopted Weighted Student Funding, only two percent of the district's total 
education funding was distributed directly to schools rather than spent from a central office. Today, 
Edmonton distributes nearly 75 percent to its schools via a WSF formula, far more than other promi- 
nent North American experiments with WSF. 

Former Superintendent Mike Strembitsky first implemented WSF in Edmonton in 1977 as a pilot pro- 
gram involving seven schools. The effort faced many obstacles, including antiquated information sys- 
tems and stubborn central office personnel, but ultimately the will of a strong superintendent and 
supportive board prevailed. WSF expanded to all Edmonton schools by 1981. 

Principals were now responsible for many decisions from the staff mix to what equipment and supplies would 
be needed, decisions that previously had been the domain of the district. In the mid-1990s, after Strembitsky 
left, Edmonton redesigned its district office, now called Central Services. Schools were now able to buy assis- 
tance directly from the district or from outside vendors. Today, principals report to the superintendent with direct 
accountability and no layers of bureaucracy in between. 

Implementing WSF has not only helped the district become more equitable, it has helped academic 
achievement. Student performance in Edmonton tracks close to the averages for Alberta as a whole- 
even though it has a higher percentage of students in poverty. Alberta's performance, in turn, tracks 
with the top-performing countries in mathematics, reading, and science. 

*Jeff Archer, "An Edmonton Journey," Education Week, January 26, 2005; Timothy R. DeRoche, Bruce S. Cooper, William G. 
Ouchi and Lydia G. Segal. "Models of School-Site Funding: Analysis of Weighted Student Formula in Urban Schools," December 
1 6, 2003 ; Jerome G. Delaney, The Development of School-Based Management in the Edmonton Public School District, Fall 
1995. Available online: http://www.mun.ca/educ/faculty/mwatch/voll/delaney.html. 



Under WSF; if weights are implemented properly, 
schools will have powerful incentives to serve more 
disadvantaged kids. Schools may begin to vie for 
these populations to gain increased funding, rather 
than shun them as is often the case today. By reward- 
ing schools for attracting more students (and espe- 
cially more students with educational challenges), 
WSF can fundamentally change the way individual 



schools think about their “most attractive” students. As 
schools change their behavior to attract a different mix of 
students, it is also important that students are able to 
attend the schools that are right for them. 

Transparency in public education financing is yet 
another plus for WSF Implementing WSF encourages 
districts to properly account for all funds they send to 
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Technically, WSF can be implemented without providing autonomy to school leaders, and some districts 
have taken this route. While following only the first two principles set forth here would still be a huge leap 
forward for most of the country, to truly eradicate inequity and antiquity, WSF and autonomy must go 
hand in hand. 

The system of WSF we recommend is not just about distributing money fairly, but also about enabling 
schools to change their behavior based on the money they receive. The more autonomy that school lead- 
ers have to deploy the funding they receive, the more effective WSF will be. 

Giving schools autonomy does not mean they are not held to standards. District standardization of suc- 
cessful practices can be a benefit to schools no matter what financing system is in place, and autonomy 
can still function well with standardized proven and successful curricula. If a district has a good common 
math program that has been shown to work, it need not be abandoned for the sake of autonomy. 

Nor does autonomy mean giving leaders carte blanche to not get the job done. There may be some 
schools where giving the current team added discretion is not a good strategy, if team members lack the 
skills or the will to be a success. Districts should take their oversight role seriously and move aggressive- 
ly to change leadership in such schools. 



schools, and helps schools understand the factors 
affecting the funding they receive. This transparency 
has benefits for the public as well. Done well, a WSF 
system makes school spending easier for parents, vot- 
ers, and taxpayers to understand. 

Many district leaders and administrators do not 
understand the biases that exist within the system, 
biases that work against equity — WSF can help 
make them aware, while providing a means to elim- 
inate these biases . 43 Elected officials will also be 
able to make better, more informed decisions. 
Inequity is hard to hide in a simple system of trans- 
parent calculations. 



Principle 3: Per- student funding should arrive at 
the school as real dollars (i.e., not teaching 
positions, ratios, or staffing norms) that can be 
spent flexibly, with accountability systems 
focused more on results and less on inputs, pro- 
grams, or activities. 

Simply allocating school funding using weights 
and having the money follow the child is not 
enough to ensure equity. The funds must be pro- 
vided to schools in the form of spendable dollars, 
not as teaching or staff positions. Further, once 
money is distributed to schools based on the edu- 
cational needs of students, local school leaders 
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must be free to determine how best to meet those 
needs . 44 For this to work, actual teacher salaries 
must be used to determine a school’s true costs — 
not staff positions or other proxies. 

■ ■ ■ 

It’s unrealistic to make 
all education funds discretionary, 
but the more flexibility provided 
to school leaders the better. 

m m m 

Some important types of discretion that school 
leaders must have include: 

■ Staffing structure. Deciding how many and 
what type of teacher positions vs. administra- 
tive and other positions to have. 

■ Staff hiring decisions. Choosing the best 
teachers for the school within budgetary con- 
straints, and managing the tradeoffs between 
experienced teachers who cost more and 
younger teachers who cost less. 

■ Academic programs offered. Choosing the 
classes to be offered and the curricula and 
pedagogies to be used. 

■ Use of time. Deciding the length of school day 
and year, the bell schedule, and time for teachers 
to plan, collaborate, and engage in professional 
development is vital, as some students require 
more “face-time” with teachers than others do. 

■ Non-academic services. Deciding how to pro- 
vide services (e.g., transportation, food, main- 
tenance) that need not be provided centrally. 



Districts should make these spending decisions as easy 
as possible for schools. Edmonton, for example, gives 
each school a credit card with which school employees 
can make a purchase . 45 This not only eliminates unnec- 
essary overhead and complication, it sends a message to 
schools that they truly do have the authority to make 
these decisions and tradeoffs. It may be unrealistic to 
make all education funds discretionary for school lead- 
ers (due to restrictions placed on some federal and state 
grants, or the need for some level of system-wide con- 
sistency), but the more flexibility provided to school 
leaders the better . 46 We address these issues in more 
detail in the issues and challenges section. 

Such decisions are often constrained by collective bargain- 
ing agreements. There are inherent tensions between many 
rights given teachers in these agreements and the autono- 
my school leaders need in order for WSF to work proper- 
ly Districts implementing WSF should not do so without 
addressing these issues. Ideally, existing regulations and 
union contracts should be revised to enable flexible use of 
resources and fully support the autonomy of school lead- 
ers so critical to the success of WSF 

As schools receive autonomy over their use of 
resources, they must also be held accountable for 
results. WSF provides additional funds to support bet- 
ter educational outcomes for students with additional 
needs. If schools do not achieve better results with the 
new system of funding, changes must be made. The 
No Child Left Behind Act and state -level accountabil- 
ity systems provide the basis for such evaluations, 
which need not change under a WSF system. 

Another reason to embrace autonomy is that buy-in to 
WSF is likely to be stronger when local education leaders 
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have more say in how funds are spent. Moreover, if we 
want school leaders to strive to attract students with 
higher levels of need, we need to give them the autono- 
my needed to make decisions that impact these students’ 
educations. The “65 percent solution,” enacted by sever- 
al states to increase funding to the classroom, actually 
reduces the flexibility afforded school leaders. In con- 
trast, WSF could lead to more spending in the classroom 
and more flexibility for the principal. For WSF to suc- 
ceed, principals must be enterprising and focused on 
solving problems that stand in the way of learning. 47 
Today’s school leaders often lack the authority and auton- 
omy to push through these barriers. 

School autonomy can also play a vital role in empow- 
ering school-level leaders and developing their capaci- 
ty. As the Edmonton school district found after imple- 
menting WSF and site-based management, “When staff 
are involved in decisions that affect them and their stu- 
dents, they develop a stronger sense of commitment 
and ownership for the implementation of the decision 
than when it is ‘handed down’ from above.” 48 There is 
a better chance to attract the type of dynamic leaders 
needed to run the most challenging schools when they 
have the autonomy to make the right decisions — and 
then implement the decisions they made. 

Principle 4: These principles for allocating money 
to schools should apply to all levels (e.g., federal 
funds going to states, state funds going to districts, 
districts to schools). 

Inequity is often created as money passes from the 
federal government to states, from states to districts, 
and from districts to schools. At all levels, it is vital to 
direct funding based on student needs. There are 



huge funding gaps between districts within states, 
between different public school options (e.g. 
charters), and between schools within districts. 
For true equity, the principles of WSF must be 
implemented across the board. 

For state and federal policymakers, part of the 
solution is allocating their funds according to a 
weighted student model. But the challenge does 
not stop there. If federal funds flow to states on a 

■ ■ ■ 

At all levels — -federal, state, 
and district — it is vital to direct 
funding based on student needs. 

m m m 

weighted student formula, but states then allocate 
that money as they see fit, the funds will not nec- 
essarily flow to the schools attended by the chil- 
dren who originally generated the dollars. The 
same goes for state-to-district transfers. Even if 
states allocate funding according to WSF, if the 
money goes into big district pots, it will not nec- 
essarily end up where it “belongs.” 

In theory, the solution to this problem is simple: 
federal and state policymakers can require funds 
to flow to the schools attended by the students 
who generate the funds. If a district receives an 
extra $1,000 because Jane is economically disad- 
vantaged, and Jane attends Elm Street Elementary, 
Elm Street should receive that funding. 
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In practice, achieving that outcome is more com- 
plicated. As noted earlier, this simple solution 
doesn’t prevent districts from providing fewer 
resources to Elm Street in the first place. Under 
this scenario, Elm Street doesn’t actually end up 
with an extra $1,000. Instead, all or part of the 
increment goes to close the pre-existing gap 
between Elm Street and other schools. This can be 
intentional (i.e. , “gaming” the system) or it can be 
a by-product of less-experienced (hence less- 
expensive) staff ending up at high-poverty schools. 

■ ■ ■ 

States must design their 
allocation systems so that funds 
follow children to whatever 
public schools they attend. 

m m m 

To ensure equity, federal and state policies must 
require districts to fund schools equitably as a con- 
dition for receiving the “extra” resources. This 
means requiring them to account for actual staff 
costs rather than hiding their spending by using 
average salaries in their equity calculations, as they 
can now do under Title I. Both the federal and state 
levels should mandate that the money they allocate 
follows the student all the way to the school level, 
with an agreed-upon set of weights for each level. 

Finally, as states design their allocation systems, 
they must ensure that funds follow children to 
whatever public schools they attend, whether those 
are within school districts or outside options such 



as public charter schools. We return to that topic under 
the Issues and Challenges section on page 32. 

All of this would be far easier to achieve if the state 
played a larger role in financing schools. In theory, a 
state could engineer a system of weighted student 
funding even while localities generated and controlled 
a large share of funding. But as the preceding para- 
graphs suggest, such engineering would be complex 
and, despite the best efforts of state policymakers, still 
vulnerable to gaming by local officials. As a result, we 
believe WSF, and the benefits it brings, will be more 
attainable if states increase the share of public educa- 
tion funding that is state-generated and controlled. 
States have already developed many mechanisms for 
doing so, and exploring those in detail is beyond the 
scope of this proposal. 

Federal policymakers need to take action to address 
the inequity in Title I funding as well. The amount of 
Title I money a state receives per student depends on 
how much each state spends per student. Due to this 
provision, wealthy states such as Massachusetts and 
Connecticut receive the lion’s share of Title I dollars 
while states such as West Virginia — which actually 
spend a higher proportion of their overall state budg- 
et on education — are unfairly punished. Federal poli- 
cymakers have an interest in rewarding spending 
“effort” by states, and ensuring that federal dollars 
don’t simply supplant state funds. But using absolute 
spending levels as the proxy for effort is unfair to low- 
wealth and high-poverty states. These states may well 
be exerting more “effort” relative to their economic 
base even though they spend less. 

To remedy this problem, the process of calculating per- 
student Title I allocations should be changed so states 



receive more money if they have low wealth, more 
money if they have high poverty and more money if 
they exert a high spending “effort” relative to their 
capacity defined by per capita wealth, or some other 
metric of economic well-being. Washington policy- 
makers must stop giving wealthy states with few low- 
income students a disproportionate share of Title I 
money. Instead, policymakers should concentrate more 
federal resources in high-need states that have little 
wealth and much poverty but that also spend a high 
percentage of their available resources on education — 
states that struggle under the current system. 49 

Melding the disparate funding schemes in place at the 
federal, state, and local levels is a Herculean task and in 
many cases will require the revision of existing laws and 
statutes. Solving this problem will require hard work 
and cooperation across all levels. Still, there is much to 
be gained at all levels by adhering to the principles 
espoused here — and showing a little cooperation. 

Principle 5: All funding systems should he simplified 
and made transparent 

Clear, in-depth information on school funding is 
scarce today, which leads to confusion among par- 
ents, school leaders, and policymakers. If WSF is to 
work well across all levels, the funding to be weight- 
ed and allocated must be clearly documented, and the 
information made available to the public. All levels of 
funding should be transparent and understandable by 
everyone. Revenue and expenditure information — for 
100 percent of taxpayer dollars directed toward edu- 
cation — should be made available annually in every 
state and district. Information on district and site rev- 
enues, costs of school staff and materials, and com- 



parisons to other schools should be provided to 
schools by districts. 50 

The form this information takes and its consistency 
are critical if WSF is to work as it should. Common 
accounting standards governing education funding 

■ ■ ■ 

The lack of transparency in school 
financing today has allowed inequity 
and bias to fester and grow 
without much scrutiny 

m m m 

at all levels should be established and adhered to. 
States can help by taking a central role in education 
funding. By providing a larger percentage of educa- 
tion dollars, states could also better regulate the 
flow of information about those dollars. 

The lack of transparency in school financing today 
has allowed inequity and bias to fester and grow 
without much scrutiny. It has allowed administra- 
tors at all levels to pretend that problems are isolat- 
ed or non-existent, and has made it nearly impossi- 
ble to highlight the inequities that riddle the system. 
By contrast, clear information about funding 
empowers educators, parents, and community 
members to advocate for changes that will improve 
equity and outcomes. As an added benefit, good 
data about school revenues and expenditures will 
enable stronger research linking resource use to stu- 
dent outcomes. Useful resources such as the website 
SchoolMatters.com begin to address this problem. 
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EXPANDING CHOICE 



THE CHOICE CHALLENGE: HOW WSF 
HELPS EXPAND THE RANGE OF 
CHOICES FOR FAMILIES 

For weighted student funding to work in the 
changing world of public education, it must 
apply fully to students in all public schools, 
including charter schools and other publicly 
funded choice options for children . 51 As more 
children choose new public education options, 
their need for and rights to a fair share of educa- 
tion funding must be accomodated. A student 
should not have less money spent on his or her 

WIDE-RANGING SUPPORT FOR WSF 



education simply because his/her parents choose a 
charter or alternative school. 

The funding system advocated here should be easy to 
apply to the charter and choice world — per-pupil 
funding is how charter schools receive nearly all of 
their education dollars. The difficulty is ensuring that 
public school options receive full funding rather than 
the partial funding they typically receive today. 

Two elements are essential: 

Full operational funding. Traditional public 
schools receive their operating funds from a variety 



One reason WSF is so compelling a solution to the woes of the education financing system is that it 
is no "pie in the sky" idea. It has been partially implemented with success in several settings, which 
we discuss in some detail in sidebars throughout this document. Support for WSF has come from a 
number of sources. In a recent report, the National Education Association, the nation's largest teach- 
ers union, found that "The budget system known as WSF shows promise in helping large urban 
school districts provide funding equity to schools."* Teacher surveys in California have shown a high 
level of support among teachers for this new solution— a recent survey found that teachers are near- 
ly four times as likely to prefer WSF over the current funding system.** Policymakers and leaders from 
across the political spectrum have embraced the concept of using WSF and local autonomy to strive 
toward equity in education. This is a solution whose time has come. 

* See M. Petko, Weighted Student Formula (WSF): What Is It and How Does It Impact Educational Programs In 
Large Urban Districts? National Education Association, Washington D.C., 2005. Available online at: 
http://www.nea.org/ edstats/images/formula.pdf 

** Louis FHarris, Report on the Status of Public School Education in California: A Survey of a Cross-Section of 
Classroom Teachers In California Public Schools. Prepared for The William and Flora Hewlett Foundation, May 
2004, pgs. 6-8. Available online at:http://www.hewlett.org/NR/rdonlyres/l F605152-67B9-4634-B667DBC6 
6078D995/0 /HarrisReportlO.pdf 



30 




of sources, with state, local, and federal tax dollars 
making up the lion’s share of the money. Routing 
federal and state funds to public school options is 
relatively straightforward. Most states with inde- 
pendent charter schools, for example, already have 
well-developed mechanisms for doing this. Local 
funding is trickier. For political — or even constitu- 
tional — reasons, some states may find it difficult or 
impossible to require local governments to provide 
a pro-rata share of local tax funds to charter schools 
and other choice options. In such cases, state poli- 
cymakers need to find other ways to ensure full 
operational funding for such schools. The most 
obvious way is for the state to provide full operating 
funding directly to public schools of choice, deduct- 
ing those amounts from the funding it sends to stu- 
dents’ original districts of residence. The larger the 
share of education funding that states control, the 
easier this problem becomes to solve. 

■ Full capital funding. Few states provide charter 
schools with funding for facilities, and yet charter 
schools are typically required to find and pay for 
buildings themselves. As a result, charter schools 
frequently dig deep into their operating funds to 
cover lease or mortgage payments, thereby diverting 
funds intended for instruction into bricks and mor- 
tar. While there are many ways that states can help 
choice schools with facilities, the most straightfor- 
ward — and the most consistent with weighted stu- 
dent funding — is to provide them with a per-pupil 
allocation for capital on top of their operating funds. 
Schools could then use those funds to make lease 



payments or pay off loans or bonds. States can 
also ease the facilities burden by making it pos- 
sible for public schools of choice to issue tax- 
exempt bonds and by requiring districts to 
make vacant facilities available to them. 

■ ■ ■ 

More schools competing 
to educate children well can 
only have a positive impact. 

m m m 

These approaches work best where public schools 
of choice are legally independent of local school dis- 
tricts; for example, charter schools authorized by 
states or other non-district authorizers. For public 
schools of choice that are legally part of their dis- 
tricts, a weighted student funding system would 
work differently, with the district taking responsibil- 
ity for ensuring fair funding for its choice schools. 

Giving public schools of choice a fair share of 
resources, weighted by student need, should have 
another effect: attracting others to the Flerculean 
task of opening schools that serve the neediest 
students. When all public schools (district, char- 
ter, or any other form) receive the funding they 
need to educate their students successfully, the 
range of choices available for students will multi- 
ply. More schools competing to educate children 
well can only have a positive impact. 
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ISSUES AND CHALLENGES 
RELATED TO WSF 

While WSF is a relatively simple concept, its 
details can be devilish. This section discusses 
those details under two headings — mechanics and 
implementation — each with several underlying 
questions that must be addressed to make this 
solution a successful reality. 

Mechanics 

What proportion of overall education funding 
should he included in the WSF allocation to schools? 

The percentage of funding included in the WSF 
process is a major driver of equity. The higher the 
proportion of funds allocated through WSF, the 
more real student needs can be met . 52 If a large 
percentage of state or district funding is still spent 
centrally or allocated via the old system, the same 
old inequities will remain. 

All funding dedicated toward school-level activi- 
ties should be included in the weighted pre-pupil 
allocation. Yet some centralized capacity is neces- 
sary at the federal, state, and district levels. 

Three categories of expenses may legitimately be 
centralized: 

■ Oversight and accountability. This includes 
holding schools accountable for results and 
ensuring compliance with law and regulation. 
The federal government has certain oversight 
responsibilities that it cannot delegate to 
states. States have certain responsibilities that 



they cannot delegate to the districts or schools 
they oversee. And districts in turn, have responsi- 
bilities that they cannot delegate to schools. 
Fulfilling these responsibilities costs money, and 
so each level must retain a small slice of education 
funding to carry these out. The key is to ensure 
that these activities do not consume a great deal of 
funding, thereby leaving maximum funds avail- 
able for schools and for services that benefit 
schools, while keeping in place the crucial 
accountability mechanisms under NCLB and its 
state-level counterparts. 

■ High-priority programs. Quite often, federal, 
state, and district authorities establish special 
programs to advance some priority of the central 
office. A recent example at the federal level is the 
Reading First program, designed to enable 
schools to implement research-based reading 
programs. Every state and district has similar 
types of programs on the books. Arguably, these 
programs are part of the problem that WSF sys- 
tems are designed to solve. Instead of being allo- 
cated to schools according to their students’ 
needs, to be spent in ways that schools think will 
maximize learning, funds are allocated in other 
ways, through competitive grants for example, 
and must be spent in line with system-level 
directives. This kind of allocation is one driver of 
school-to-school inequities. 

On the other hand, some programs such as 
Reading First may be justified if they solve “collec- 
tive action problems” that might bedevil a com- 
pletely decentralized system. For example, large 
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investments in innovative learning approach- 
es or new technologies might never happen if 
a hundred individual schools had to voluntar- 
ily pitch in funds to an R&D effort. At times, 
it makes sense for a central authority — feder- 
al, state, or district — to make the investment. 

How can system leaders decide what kinds of 
central spending make sense in this way? 
Consistency, as in reading programs, may be a 
consideration. Another consideration is 
“investment.” Programs that require tempo- 
rary funding in order to accomplish some 
purpose that will reap benefits over time may 
well make sense to provide centrally. 
Programs that are essentially ongoing activi- 
ties that benefit schools may well not. These 
fall into the category of “services,” to which 
we turn next. 

■ Services. Services include transportation, 
building maintenance, food service, profes- 
sional development, curriculum develop- 
ment, and other activities that have tradition- 
ally been arranged and provided centrally, 
usually at the district level. In theory, funds 
for all such services could be disbursed to 
schools, which could then decide whether 
and where to buy these services. Schools 
might opt to purchase them from the central 
office, or buy them from other providers, or 
do the work themselves, or do without. By 
granting the resources and decision-making 
to the schools, a district would increase the 
odds that the services schools obtain meet 
their real needs. And by requiring district- 
provided services to, in effect, compete for 



schools’ business, a district would help keep 
its service offices on their toes, always look- 
ing for ways to improve value and reduce 
cost. With fewer dollars spent on services 
that principals don’t want or need in their 
schools, more money will be available to 
help students learn. 

■ ■ ■ 

The percentage of funding 
included in the WSF process 
is a major driver of equity. 

■ ■ ■ 

In practice, though, it may be impractical or 
unwise to decentralize control of all such serv- 
ices, for three reasons. First, if sizable 
economies of scale accompany actual provi- 
sions of some service, it may be financially 
unwise to decentralize it. Second, arranging a 
wide range of services may be very time- and 
attention-consuming for school leaders, 
diverting their attention away from instruc- 
tional leadership. In such cases, it may make 
sense for the district to provide the services, 
freeing up school personnel to focus on other 
matters. Third, districts may be better posi- 
tioned than schools to provide certain servic- 
es. Some districts are doing exceptional work 
in providing curriculum design, benchmark 
assessment, and/or data analysis, and schools 
might find it nearly impossible (or fiscally 
imprudent) to match the quality and depth of 
these services. 
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Which services should be centrally provided 
vs. school-decided? We cannot draw a bright 
line here; each district will have to make this 
determination. We recommend that districts 
(and states) begin by assuming that all servic- 
es will be decided by schools, and then move 
services back centrally when and only when 
the “burden of proof of centralization benefits 
has been satisfied. Such an approach keeps the 

■ ■ ■ 

Assume that all services will he 
decided by schools, and centralize only 
when the ‘burden of proof’ is satisfied. 

m m m 

process “honest”: focused on the needs of 
schools, while allowing for system logic to rule 
when it is truly advantageous to do so. 

We recognize that this approach could create 
a slippery slope, with more and more services 
sliding back into the central office as the logic 
of economies of scale takes over. To avoid the 
slippery slope, one possible solution would be 
for districts to convene a committee of princi- 
pals to advise upon decisions about which 
services to centralize. System leaders also 
need to be mindful of two important (and 
common) misconceptions: 

Misconception #1: Expenses that aren’t 
directly academic don’t need to be locally 
controlled. Some would argue that there are 



no reasons for non-instructional functions, 
such as groundskeeping and food service, to 
be controlled at the school level. Why would 
schools even want to control such matters? In 
fact, school principals may want control of 
such functions for a variety of reasons, not 
least of which is the potential to save money 
on some expenses and shift the savings into 
the academic program. For example, a school 
could recruit parents to volunteer to do cam- 
pus landscaping, thereby saving money to pay 
for an additional teacher. Part of this miscon- 
ception is the idea that principals are solely 
academic leaders and not also business man- 
agers. As discussed in the manifesto “Better 
Leaders for America’s Schools,” leadership 
qualities are of primary importance in a prin- 
cipal. 54 The more a principal can serve as suc- 
cessful CEO of a school with strong academic 
and organizational leadership, the better. 

Misconception #2: Economies of scale 
always make it worthwhile to provide serv- 
ices centrally. While there may be economies 
of scale for certain services (and they should be 
taken into account when deciding how to pro- 
vide services), this should not be the sole deci- 
sion criterion. A good example is purchasing. 
While a central office may be able to obtain a 
discount with central purchasing, that dis- 
count may not be important to a school leader 
if the supplies purchased are not what the 
school needs, or if they take months to arrive. 

Edmonton distributes 73 percent of its total dis- 
trict resources through WSE 55 Under the existing 

WSF systems in Cincinnati and Houston, 65 to 69 
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percent of total general fund dollars goes into 
school budgets. 56 The appropriate amount of fund- 
ing to include in the WSF system may vary from 
district to district, but districts experimenting with 
WSF need to include a substantial percentage of 
funds. Indeed, the proportion of funds flowing 
from the federal government, states, and districts to 
schools should be as high as practicable — while 
still retaining for central authorities the capacity to 
carry out their public reporting, analysis, accounta- 
bility, NCLB, and in some cases curriculum design 
responsibilities. Simply stated, for WSF to be effec- 
tive, principals must be given authority over a sig- 
nificant portion of the overall funding pool. 

How should different student characteristics he 
weighted? 

The weighting system for WSF is a large driver of 
equity but there is no clearly established “industry 
standard” system of weights. 57 All levels of fund- 
ing should be distributed by weights — federal, 
state, and district. There naturally may be differ- 
ent weights at different levels, but ideally the 
weights developed at each level will support those 
developed at the others. The only definitive thing 
to be said about determining weights is that the 
more they can be based on facts (historical spend- 
ing, best practices in other districts, etc.) and the 
best available analysis of true relative costs over 
time, the better. Several approaches to determin- 
ing weights stand out (see page 37 for examples): 

■ Negotiation. Negotiation and debate to arrive 
at consensus is an important approach (as used 
by Edmonton). The key here is an open process 
that encourages local buy-in. Some implemen- 



tations of WSF have used an open process driv- 
en by the district, with adjustments to the 
weights made each year. 58 Some have depend- 
ed on a group of principals or other stakehold- 
ers (often including union and/or community 
representation) to make the weighting deci- 
sions annually. This could also be a more open 
process, perhaps a series of public hearings and 
discussions culminating in a decision by a com- 
mission or board set up for this purpose, or by 
the existing governing board. 

■ ■ ■ 

The weighting system 
for WSF is a large driver of equity, 
hut there is no established ‘industry 
standard’ system of weights. 

m m m 

■ Marketplace. One approach is to set weights 
over time based on the “marketplace” for stu- 
dents that are weighted. In a comprehensive 
WSF system such as we propose, weights can 
(and should) be established such that hard-to- 
educate children become desirable for schools 
to enroll. Knowing that student performance 
standards must be reached, principals should 
find the weight for an at-risk child sufficient 
to make that child an asset to the school. 
Principals should seek out the children who 
bring with them weights that are at least suffi- 
cient to enable the school to meet achieve- 
ment standards. Just as the free market sets 
prices for goods and services, the market for 
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hard-to-educate children can determine their 
weighting. Principals and schools should seek 
to enroll hard-to-educate children because 
they know that with the money accompany- 
ing the child they can show improvement 
trends and reach performance levels. If this 
doesn’t happen, the district or state should 
adjust weights until it does . 59 

■ Expert Costing — the “Successful Schools” 
Method. Expert costing involves analyzing 
cost data from the district or beyond to deter- 
mine the relative costs of educating different 
categories of students. One approach to 
expert costing is to ask educators and other 
experts to generate a list of what is required to 
educate a group of students successfully, and 
then estimate the cost of that list. 
Unfortunately, this approach suffers from fatal 
flaws. Since the exercise is hypothetical, it has 
no mechanism to force the experts to set pri- 
orities and make tradeoffs. Nor does it try any 
guarantee that the wished-for items will actu- 



ally produce results. A better approach is to 
identify schools that have been successful in 
educating that group of students and analyze 
their actual costs relative to the costs of less 
successful schools. This method has its own 
challenges, such as appropriately defining 
“success.” But done well, this approach pro- 
vides data on costs that are rooted in real- 
world success . 60 

None of these approaches to determining weights 
is mutually exclusive of the others. In the negotia- 
tion approach, expert or market data can be intro- 
duced. In the expert costing approach, presenting 
the expert analysis to schools and citizens for dis- 
cussion is critical to build buy-in. And the market- 
place approach needs plausible initial weights — 
which could be set via one of the other methods. 

Different processes have led to different weighting 
schemes in districts that have tried WSE The 
table below shows how three districts weighted 
some common student characteristics (the num- 



Comparison of Weights Across Three Districts 



Type of Student 


Edmonton 


Houston 


Seattle 


Limited English Proficient (LEP) 


126% 


1 1 0% 


1 27% 


Sp. Ed (lowest) 


1 99% 


210% 


195% 


Sp. Ed (highest) 


546% 


700% 


876% 


Disadvantaged (poor) 


NA 


1 20% 


1 1 0% 


Gifted & Talented 


126% 


1 1 2% 


NA 


High mobility school 


NA 


120% 


NA 



Source: From T.R. DeRoche, B.S. Cooper, W.G. Ouchi and L. Segal. "When Dollars Follow Students: The Political Viability, Equity, 
and Workability of Weighted Funding Formulas." The School Administrator, August 2004, 14-17. 
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